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PHOENIX, ARIZONA 8501 6-21 29 

RICHARD L. SALLQUIST 

January 23,2002 

PHONE (602) 224-9222 
FACSIMILE (602) 224-9366 

E-MAIL dick@sd-iaw.com 
‘ 2  

Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 - 
Re: Johnson Utilities Company Compliance with Decision No. 63960, dated September 
4,2001, as Amended by Decision No. 64062, dated October 4,2001. 

Dear Mr. Williams: 

Regarding your January 18,2002 letter to George Johnson, the Company believes 
it has “cure(d) any major or minor violation cited by ADEQ within 90 days from the date 
of notice ...” as required in Decision No. 64062 (the ”Decision”), and is in compliance 
with all matters as of the date of your letter. We do acknowledge that there are other 
compliance items due under the Decision at future dates. 

Your letter indicated that you had requested a notice of compliance by January 14, 
2002 regarding the October 16, 2001 Notice of Violation (“NOV”) issued by the Arizona 
Department of Environmental Quality (“ADEQ”). Although the compliance items and 
dates were clearly set forth in the Decision, neither the Company, nor any of its 
consultants or lawyers received your letter. Your letter was not disregarded; it was just 
not received. The Company‘s substantive response would have been as indicated in this 
letter. The Company is of the opinion that they complied with the Decision in a timely 
fashion. before January 14,2002. If the Company failed at all, it was not in notifying you 
of its compliance with ADEQ, although the Decision did not require such a notification 
to Staff. 

. 

The October 16, 2001, NOV, a copy of which is attached for your ready 
reference, itemizes four violations and we shall address those issues serially. It must be 
noted that in none of the “violations” was there a question of on going public health or 
safety. The Company recognizes the importance of the regulatory compliance with the 
mandated paperwork. but as discussed below, ADEQ only issued this NOV in an effort to 
document the alleged violations and to support the penalties ADEQ wishes to impose 
upon the Company through a consent order. Please note there has not been a “Cease and 
Desist Order” issued by ADEQ regarding these or any alleged health or safety violation, 
since the violations are not on going. Arizona Corporation Commission 
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Item 1A of the NOV is regarding the required approvals associated with the new 
well at Sun Valley Farms. Unit Five. The Company obtained the Approval of 
Construction (“AOC”) on April 10, 2001 (See attached). Incidentally, this new well is 
part of the Company’s continuing effort to bring that system into compliance. You may 
recall that at the hearing on the Company’s Certificate Application it was established that 
the prior owner’s of that system had been in violation of ADEQ Regulation for over 15 
years, with criminal violations in over half of those years. After acquiring the troubled 
system, the Company has spent over $300,000 on that system in an attempt to bring it 
within compliance. This violation was noted by ADEQ after a meeting, which Johnson 
Utilities initiated, to advise ADEQ that its consulting engineer had failed to properly 
document the new well, and had commenced pumping that well prior to receiving the 
required approvals. At that time the Company ceased pumping the well, and did not 
resume pumping until after receipt of approval from ADEQ. 

Regarding Item 1 B and C of the October16, 2001 NOV, both relate to the new 
“Ricke Well”. Those Items allege failure to obtain the ATC and AOC for that new well. 
Again, a communications problem with the Company’s former engineering consultant 
resulted in the failure to obtain the ATC prior to construction and the operation of the 
well, which was operated for a period of two days without an AOC. The ATC was 
obtained on October 19, 2001, and “cured7’ that violation. (Please see attached copy). 
The AOC Application has not been filed with ADEQ because construction has not been 
completed. Since the well is not being operated, there is no current on going violation. 

As to Item I D, during the one month in 2000 that the only operating well able to 
serve Sun Valley Farms was out of service, the Company did haul water from other wells 
to serve those customers. On August 23, 2001, the required “logs” were filed with 
ADEQ for 28 days, but inexplicably the data for the last six days was not available. 
(Please see attached). As with the other “violations” , there were no water quality issues, 
only a filing omission. Again, the Company does not dismiss the importance of the 
compliance filing issues, but the NOV was merely the vehicle necessary to set up 
ADEQ’s legal entry into the Consent Order. 

Your letter states that no Consent Order has been entered into by Johnson 
Utilities. Although this is correct, it is not due to delays by Johnson Utilities. The 
Company’s stipulated form of that Consent Order has been “in process” at ADEQ for 
several months. However, we do not believe that the Consent itself is a “cure [ofl any 
major or minor violation cited by ADEQ“ as ordered by the Decision. The “cure” of all 
items has been provided to ADEQ in a timely fashion, and no major or minor violations 
exist today. ADEQ has agreed with the Company that no on-going violations exist under 
this NOV. 

Based upon the above, we believe your letter is incorrect in concluding that the 
Company has not complied with Decision No. 64062, and hrther believe that the 
Certificate of Convenience and Necessity is in full force and effect. We would appreciate 
your written confirmation to that effect. In the event this explanation does not resolve 
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your concerns and you do not concur with our position, please let me know as soon as 
possible. 

I ‘ *  

The Company is very concerned with its regulatory reputation, and although there 
have been typical issues with regulatory agencies during the Company’s startup period, 
the Company has worked diligently to correct all outstanding issues and legal 
requirements in a timely fashion. As indicated above, certain of the Company’s problems 
came about due to consultants (who are no longer working with the Company) failing to 
file the appropriate documents, improperly advising the Company, and in some instances, 
outright lying to the Company and the regulators about certain matters. The Company 
believes it now has reorganized its team of consultants so that these incidents will not 
occur in the future. To that end, I will contact you and other Staff members in the near 
future to request a meeting so that the Company can “clear the air” by explaining its 
actions as well as seeking your input as to how the Company’s actions and 
communications can be improved for this long-term relationship. In the event you have 
any questions regarding any of the these matters, please do not hesitate to call. 

Rkhard L. Sallquist 
For the Firm 

cc: Docket Control 
George Johnson 
Paul Gardner 
Mike Denby 
Brian Tompsett 
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DW-02-098 
October 16,2001 

Mr. George Johnson, President 
Johnson Utilities, LLC 
5230 East Shea bouIcir;ud 
Scottsdalc, Arizona 85254 

CERTIFIED MAIL 
Rctum Receipt Requested 
7099-3400-00 16-2571-6260 

Subject: Sun Valley Farm Unit V, Public Water System (PWS) PWS ID #I 1-1 16 

NOTICE OF VIOLATION 

The Arizona Departmat of En~,+rcmmmttal Quality (ADEQ), Water Quality Division, Watcr 
Quality Compliance Section, i3nlbng Water Compliance and Enforcement Unit has reason to 
believe that Mr- George Johson,’P&sident, Johnson Utilities Co. as the owner and operator of 
PWS lD # 1 1- I 16, Sun Vdey h s  Unit V (Water Supplier), located near the City of Queen 
Creek in Pinal County, .&om, has violated the Arizona Revised Statutes (AXS.) 5 49-101 et 
seq. or the applicable rules found in the Arizona Admini~t~ati~e Code (A.A.C.). ADEQ 
discovered the violations allegd below during review of the facility’s file completed on October 
5,2001. 

I. L O 1  OF G DMOLATION S 
-- 

Legal Authonm Nature of Violation 

A. A.A.C. R18-4-507- Failure of the Water Supplier to receive an 
Approval of Construction (AOC) fjrom ADEQ, pnor 
to operathg a newly constructed hility. 

No documer,’ation exists in the public record at ADEQ that proves the requircd 
AOC (proicct $# 20000368) was received by the water supplier prior to March 2, 
2001. Jchnson Utilities placed a newly constructed facility into scrvicc on 
Octobir 3,2000. and continued serving water to the Sun Valley Farms Unit V 
d&ing water distribution system until March 27,2001, a total of 178 days of 
operation. 

Northern Regional Office 
151 5 East Cedar Avenue Suite F Ftagxaff, AZ 86004 

Southern Regional Office 
400 West Congress Strtet  Suite 433 9 Yyaon, AZ 8.5707 

(520) 773431 3 (520) 628-6733 
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Notice of Violation 
PWS ID# 1 1-1 16, Sun Valley Farms Unit V water system 
October 16,2001 

B. 

C. 

D. 

A.A.C. R18-4-505. Failurc of the water supplier to reckve an Approval to 
Construct (ATC) &m ADEQ, prior to s t h g  
consmction of a modification to an &sting ficility. 

No documentation exists in the public record that proves the required ATC was 
received by the water supplier prior to the construction of the “Rickie well”, 
(ADWR # 55-570372) the associated line extension and connection to the Sun 
Valley Farms Unit V distribution system PWS ID # 11-1 16. Johnson Utilities 
began construction of the “Xckic well”, the associated pipe line (Copper Road 
water transmission maln) and the connection to PWS ID ## 11 -1 16, on December 2, 
1998 and completed the construction on March 3 1,1999, a total of 120 days. 

A.A.C. RlS-4-507 Failure of the Water Supplier to receive an Approval 
of Construction (A09 fiom ADEQ, prior to 
operating a newly constructed facility. 

No documentation exists in the public record at ADEQ that proves the r q W  
AOC (Rickk Wcll/Cooper Road water transmission main project) was received by 
the water supplier &om ADEQ, prior to March 12,2001. Johnson Utilities placed a 
newly constructed facility into service on March 12,2001, and continued serving 
water to the Sun Vdley Farms Unit V distribution system until March 27,2001, a 
total of 15 days of operation. 

A.A. C. R18-4-l25.F Failure of the water hauler to maintain a log of all on- 
loading chlorine disinfectant additions and redisual- 
f?ee chlorine measuremmb. 

Johnson Utilirics rcported that water was hauled fi-om September 1,2000, until 
October 3,2300. The log provided to ADEQ by Johnson Utilities indicates water 
hauling MYS discontinued on September 28,2000. Therefbrc, the required log was 
not maintained for 6 days when water was being hauled to the Sun Valley Farms 
Unit V water system. 
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n. DOCUMENTING COItQT.1 ANCE 
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A. c ? q m - t i a y w f k  ~ v e d a r ~ ~ ~ ~ ~ ,  ~ohnson utilitiks ~ o . ,  as o m s  
and operator of PWS $# 11-1 16, Sun VaIley Famrs Unit V watcr system, shall 
provide information as follows: 

A report relating to the current status of the Ricld We11 and the associated 
pipe line which will connect the Ricki well to the Sun Vallcy Farms Unit V 
dis~hution system. The status report should include a Written description of 
the current status in obtaining, from ADEQ, the required Approval to 
Ccmtruct (ATC) and the Approval of Construction (AOC). 

SUBMITT ii\TG COMPLIANCE DOC UMENTA TION, 

Please send all compIiancc documentation and any other written conespondcnce regarding 
this Notice to ADEQ at the following address: 

Bill DePaul, Case Manag= 
Arizona Departmat of Environmental Quality 
Drinking Water Compliance & Eniimxment Unit 
3033 North Central Avenue M0501B 
Phoenix, Arizona 85012-2809 

N. STAT-PIT OF CONSEOUENC3ES 

A. The tins frames within this Notice for achieving and documenting compliance are 
h h&s. FaiIurc to achieve or document compliance within the time h m e s  
estcblished in this Notice will result in an administrative order or civil action 
requiring compliance within a reasonabIe time frame d o r  substantial civil 
penalties. ADEQ will agrct to extend the time frames only in a compliance 
schedule negotiated in the context of an administdve consent order or civil 
consent judgment. 

Achieving compliance does not preclude ADEQ &om seekhg civil penalties for thc 
violations alleged in this Notice as allowed by law. 

B. 
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V. OFliER TO MEET 

ADEQ is willing to meet regarding this Notice. To obtain additional information about this 
Notice or to schedule a meeting to discuss this Notice, please contact Bill DePaul at 1-800- 

r 

s 

Bill DcPaul, Enforcement Coordinstor 
Drinking 'Water Compliance & EnfoTcement Unit 

. ... 
; cc: D'WCEU Reading File 

Facility File BWS 11-1 16 
Bill DePaul, Case Manager 

Certified MaiL Return Receipt 

Delator Corporation, Statutory Agent: 
Johnson Utilities, L.? ,.C. 
7201 E. Camelback 'Road, # 330 
Scottsdale, AZ 8s i5 1 

R m l a r  US Mail 
Karen Berry, Field Tnspector 
Arizona Department of Environmental Quality 
Water Quality Compliance Section 
Drink;sg Water Compliance Enforcement Unit 
3033 N. Central, M0501B 

Reg Glos, Director of Environmental Health 
Pinal County H d t h  Department 
P-0. Box 2517 
Florence, AZ 85232 

Phoenix, AZ 85012-2809 

Steve Olea, Assistant Director 
Arizona Corporation Commission 
Utilities Division 
1200 Wcst Waskmgton 
Phoenix, ArizoQa 85007 

m;\vpdccs\NOv\Sun Vollcy Farms V 11-1 16 fmnl drnttwpd 

7099-3400-00 16-25 71-6277 
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4. The h c c  gatus shall he of lockable type. 



APPROVAL OF CONSTRUCTION 



Tucson Ofice Lar v c y  Office 
40 Nonh Ccnual Avenue ON South Church Avcct~C 

Tucson. hZOm 85701-161 I 
Facsinulc (Sm) 622.3088 

3993 Howard Hu&s Parkway 

Lr Vcgas, Nevada 89109 
Facsirmlc (702) 949-8398 - LLP- Tekohnn~ 1520) 622-2090 Tekoboae (7021 949-8200 

L A W Y E R S  

.. suite 600 

Michael L Dcnby 
Dirtct Did: (602) 262-5383 
Dirat Fax: (602) 734-3155 
lntuncr: MDcnby@lrlaw.~rn 

April 23,2001 

VIA FACSIMILE 

William &Paul 
Arizona Department of Environmental QuaIity 
3033 N. Central Avenue 
Phoenix, Arizona 85012-2809 

Re: Chlorination Records for Water Hauled to the Sun Valley Farms 
System 

Dear Mr. DePaul: 

Pursuant to our discussion yesterday afternoon, I asked Johnson Utilities to 
locate the chlorination records for any water haded to the Sun Valley Farms Unit V 
system. Johnson Utilities was able to locate chorlination records for the water 
shipments and those records are enclosed. 

The chlorination records appear to end on September 27,2000. Although 
the records appear to end prior to the October 3,2000 date, there are severd reasons 
why this information may be missing. First, it is my understanding that, although the 
samples were taken on time, the information was not always input into the log on a 
daily basis. It is presumed that the employee at the time had taka the samples for the 
missing six days, but had failed to enter them into the log. Second, if the water 
shipments ceased shortly after September 27,2000, the employee may have seen no 
reason to enter the last few days of samples into the log. Finally, Johnson Utilities has 
recently moved offices and the person responsible for the water shipments is no longer 
with the company. Therefore, it is possible that records exist for the final six days, but 
that they have been misplaced. Johnson Utilities will continue to search for these 
records and will let ADEQ know as soon as they find something. 

Due to the proximity of September 27,2000 to the October 3,2000 
inspection date, Johnson Utilities remains confident that water was hauled to the Sun 
Valley system up until thc time of the ADEQ inspection. 



LEWIS 
R& - L L P L -  

L A W Y E R S  

April 23,200 1 

Please feel free to contact me if you need additional information. 

Sincerely, 
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W / d d  
Attachments 



SUN VALLEY 
FARMS 5 

WATER HAUL 


